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1 May 1979

MEMORANDUM‘FOR: Director of Economic Research
FROM: Director of Central Intelligence

SUBJECT: Possible Israel Economic Problems

The attached article by Daniel Pipes alleges that Israel has
some immediate economic difficulties. I'm not really aware of these

and would appreciate any comments you have to offer.

oy

STANSFIELD TURNER

Attachment 1&&\

Approved For Release 2005/03/16 : CIA-RDP80B01554R003300260052-5

B 4

STAT



'

e Saud1 Ax’abmn mﬂuence is less than lt ;pu :
pears to 3
Poree ,hewas ;ﬁ?ﬁﬁgy cag%gome CIA- RD‘PSUBU‘I“55'4R0033002 00

22
'Wmmase 2005

Camp David:

[

tarseemg cm,

Ser B e

Daniel Pipes
ST TR e =
Analyses of the prospect,s for lasting: peace

other Arabs-(Palestinians,” the Eastern front;
Saudi Arabs) and too little on the disrupnv
factors within Egypt and Israel themselves.. =

The omes" Arabs are not" so stmng for thesaa

a 'I‘he"Pa'Iestlmans on- their own carry ne-
weight. Few-in numbers, outgunned, internally ~

fracturedlimited in resources, andxscattered . Israel these- are primarily Y economlc Do

geographically, ‘they ‘depend entu'
port from Arab governments.

Without this support, Palesnman mt‘*gamza«T

The key tO Bastmg peace

izations- serve-as - hostage money, these” pro-!

= tect the vulnerable Saudi Arabians from sabo-
between Egypt and Israel tend to concentrate- “tage and disruption. Such-payments are neces-- ||
- -too much-on the possiblility of its undoing by

Sary to buy-good will and to leave the rich but’

weak Arabians-in peace. The billiens of dollars- |
“granted to Egypt will, therefore most - likely
“continue,-regardless of Sadat’s policies. Saudi

Arabia, for-all its money, lacks the military-

~and political" power to use- 1ts wealth asia |
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* Turning now: to problems within: Egypt ami

standard of hvmg -Economic pressures -more-

- than anything else sent Sadat to Jerusalem in =

tions would haveno “established - bases, few:November, 1977; the Egyptians have suffered-

weapons,  and. minimal political ‘importance..*- from - 30 years of unrecovered military ex- "}’
penses - and are desperately lookmg for xmw

They are-at the mercy of the Arab govern-
ments (even in Lebanon, where it is the Syrian
Government) and have little significance on.

“their own. Consequently, the Palestinians mat-
-ter less as an independent force than as an ex:
- " pression of the will.of Arab ‘governments. -

The notion that there can be no pedce in the
Middie East without settlement of the Palestin-
ian problemv ignores the -fact that the Arab
governments can settle that problem anytim:
they wish simply by thhdrawmg support (a
Egypt has -Trecently done).. g =

e The Eastern Front (Syna .Iordan and

whatever such countries as Iraq or Iran add) \
has little mxhtary potentxal mthout Egypt

hx,M

fighting t00.”
Since 1948 Egypt has prowded the Arabs

with their largest and most powerful army;.. :

and its military involvement forced Israel to-
fight a: two-fromt war. With Egypt pulling out:

.as an active participant, the: Eastern iron&
-stands alome. - . peoity i

W iy

From all ewdence it appears unhkely that:
any combination of forces along this front can
challenge- Israel. If true, then Egypt’s with-

‘drawal’ from warfare implies that the -other

Arab countries, unabie to confront Israel, will
eventually have to come to terms with it. With

time, Syria and Jordan will accept military re- -

alities and will follow Egypt’s example in mak.-
ing ‘peace i returwy for regammg loqt teryi-

tories... i

‘cut funds off when displeased. Their payments

‘plete-- -econoimic ¢ transformation.

'have to reduce-its nuhtary’«complex and {
ert to ar peace ecnnomy /

prov&ments S

-, Should peace not brmg éconontic benems

the Egyptians may -become  impatient. - This

“could lead to political disruption, instability; a
- coup d'etat, and-x return to radical politics, in-
: cludmg the resumptwn of hnsmmes ag"

r
" Jsrael faces sh«arp short—term economlc
ties, toe, for-it will be going through a com
Measures
. taken since-1977 to establish a free market in

“Israel. have -damaged its already fragile fi- |-

-nances;-if’ peace comes, then Israel will

ng run, but it intensifies curreft prob-
" lems. This situation demoralizes Israelis; -

even makes sorze wonder- if they can afford
. peace. Thus, Israeli- economm pmbiems could

i deflect its pursuut of peace e §

effectweness and the unportdnce of the United
States. Israel’s enernies will not prevent Egypt
from making peace. Yet, sirice both Egypt and

Israel are experiencing omincus economie dif- -
_ ficulties, the US has a leading:role to play. By

making . large sums available to these two
counmes it can greatly facilitate the way to -
peace. “Although the "amounts involved “are .
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vestment’”

,; Dr. Pipes teaches Middle Eastern his-
¥ tory-at the University of Chicage. |
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_ large -(perhaps §20 billion-over five years, |
.maybe more) th? us can make no better in~




